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Black Homebuying after the Crisis: Appreciation
Patterns in Fifteen Large Metropolitan Areas
Dan Immergluck*, Stephanie Earl, and Allison Powell
Urban Studies Institute, Georgia State University
Some have questioned the financial wisdom of homeownership and, especially,
Black homeownership. This is understandable because the mortgage crisis dealt
heavy blows to Black homeowners. One concern is that home values may not appre-
ciate as much where Blacks purchase homes. We examine how Black homebuyers
fared compared to White and Latino buyers in terms of home appreciation dur-
ing the 2012 to 2017 recovery. We examine appreciation rates by race and ethnicity
across 15 metros. We then estimate the relationship between appreciation and the
race and ethnicity of the homebuyer, as well as characteristics of the neighborhood
where the home is purchased. We find Blacks saw higher appreciation rates than
Whites in high- and medium-appreciation metros, but not in low-appreciation met-
ros. We also find that in medium- and high-appreciation metros, buyers in racially
diverse neighborhoods tended to see higher levels of appreciation. Also in higher-
appreciation metros, those buying in lower-income neighborhoods tended to see
higher appreciation rates, while those in low-appreciation metros did not.
INTRODUCTION
In the wake of the U.S. mortgage crisis, some have questioned the financial wisdom
of homeownership generally and, especially, Black homeownership (Dickerson 2012;
Emmons 2017; Shlay 2015). This skepticism of Black homeownership is understandable,
in part because the mortgage crisis dealt particularly heavy blows to Black homeowners
and neighborhoods (Immergluck 2015; Reid et al. 2017). However, as the broader
housing market recovered, Blacks did not benefit as much as they might have due
to their relatively low rates of homebuying following the crisis as well as the relatively
lower values of the homes that they were able to buy (Goodman et al. 2014). While the
reasons for depressed homebuying rates among Blacks are beyond the scope of this
study, they may involve a combination of factors, including damaged credit histories
and loss of wealth from the foreclosure crisis, weak enforcement of fair lending and
community reinvestment policies, weaker earnings and employment in the wake of the
Great Recession, and other factors.
One persistent concern around the issue of Black homeownership is the notion that
home values may not appreciate as much in the places where Blacks are likely to purchase
homes. Using census-tract-level home price appreciation data, we estimate the 2012 to
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2017 appreciation rates of homes purchased by 2012 buyers using mortgages, and break
these out by the race and ethnicity of homebuyers in 15 large metropolitan areas. We
then look at how appreciation patterns vary across the 15 metros. Given the reversal of
falling home values into rising ones in most parts of the country around 2012, we suggest
that the use of a small-area home price index should provide more accurate estimates of
home values than the use of measures based on surveys, such as the American Commu-
nity Survey. Finally, we conduct multivariate analysis to understand the neighborhood-
and household-level factors associated with higher or lower levels of appreciation. We
conclude with a set of policy recommendations.
EVIDENCE ON THE FINANCIAL PROS AND CONS OF BLACK
HOMEOWNERSHIP
The question of Black homeownership is a complex one, dependent on time and place.
In highly volatile markets, when risks of sudden declines in values and large foreclosure
spikes, homebuying, especially if not carefully financed, can expose households to high
risks of negative consequences. Conversely, during periods of more stable appreciation,
Black homebuying may offer households with limited financial assets the opportunity to
grow those assets, thereby potentially reducing racial wealth inequality over time.
Herbert et al. (2013) point to a number of ways that homeownership can help house-
holds gain wealth. These include: (1) providing a “forced savings” mechanism where a
growing portion of housing payments go towards gaining equity in the home, (2) ap-
preciation of the home, (3) the leveraging of the asset appreciation through requiring a
modest downpayment while receiving the bulk of the gains from appreciation, (4) serving
as a hedge against unpredictable increases in rents (and land values), and (5) potential
tax advantages (although recent tax changes are likely to concentrate these benefits even
more among higher-income homeowners).
Herbert et al. (2013) find that, between 1975 and 2012, the annual appreciation of
house prices averaged 0.8 percentage points above inflation (that is, the real appreciation
rate). (Note that this period includes the subprime bust of the late 2000s.) This may not
sound like a great deal, but compounded over 30 years even this modest appreciation
rate will result in a real, inflation-adjusted gain of 26 percent in home value. This is not
the end of the story. The use of a modest downpayment allows for the amplification of
the return on the homebuyers’ own investment through leverage. Herbert et al. (2013)
give the example of a homebuyer putting down 5 percent for a home that appreciates
at a moderate 4 percent annual rate. After five years, the home will have appreciated
nearly 22 percent. After allowing for selling costs of 6 percent, this would represent an
annualized rate of return of 31 percent on the initial downpayment. (We present a more
complete analysis of the return on investment of homebuying later in the paper using
appreciation data.)
In addition to the benefit of leveraging appreciation, the use of smaller downpayments
reduces the amount of liquid assets that the family has to invest in the home up front.
Smaller downpayments allow households to invest some savings in other assets, retain
some savings for the event of adverse events, and gain greater leverage of the home’s
appreciation. If a family does lose its home to foreclosures, it will lose a smaller investment
than if it had made a larger downpayment.1
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A substantial number of studies have examined the financial returns to homeowner-
ship to different ethnoracial groups, although most have covered periods prior to the
mortgage crisis. For example, Reid (2005) used data from the Panel Study of Income
Dynamics (PSID) from 1976 through 1994 and found that, while minority buyers typi-
cally built much less wealth than higher-income and White households, the amount of
their housing wealth was significant and many times larger than other forms of wealth.
She also found that Black renters held essentially no wealth at the end of the study pe-
riod. Boehm and Schlottmann (2004) also used PSID data to study homebuying from
1984 through 1992. They found that minorities did gain wealth from homeownership but
that the gains, not surprisingly, were much smaller than the gains among higher-income
Whites, who tend to purchase more expensive homes. Shapiro et al. (2013) employed the
PSID from 1984 through 2009 and found that longer homeownership durations among
Whites accounted for 27 percent of the additional appreciation that they experienced as
compared to Blacks. Bostic and Lee (2009) simulated the wealth accumulation arising
from lower-income homebuying. They also found that the holding period was a critical
factor in determining the asset-building benefits of homeownership.
The research above examined Black homeownership outcomes prior to the end of
the U.S. mortgage crisis. While the crisis was of a magnitude not experienced since at
least the 1930s, it is important to recognize the disproportionate effects it had on Black
homeownership rates and the loss of Black wealth. Before the 2010 Dodd-Frank Act, reg-
ulation of high-risk and high-cost mortgage lending was very limited (Immergluck 2009).
Subprime home purchase lending was allowed to grow rapidly in the early 2000s. Such
loans included high rates and fees and risk-inducing loan terms, and were underwritten
at high payment-to-income ratios, all of which contributed to higher default and fore-
closure rates. Blacks were targeted with predatory and subprime mortgages during this
period (Bayer et al. 2017; Bhutta and Ringo 2014; Reid et al. 2017; Steil et al. 2018). Bayer
et al. (2017) examined racial differences in subprime lending in seven metropolitan ar-
eas from 2004 to 2007 and, after controlling for credit score and other risk factors, Blacks
were 103 percent more likely to receive subprime home purchase loans than White bor-
rowers. Reid et al. (2017) found that, after controlling for a wide variety of loan-level
characteristics, Blacks paid significantly higher interest rates than Whites and were sig-
nificantly more likely to receive a loan with a prepayment penalty, a balloon payment, or
other characteristics often associated with predatory lending.
Blacks were also more likely than Whites to end up in foreclosure during the crisis,
losing the equity in their homes and experiencing a variety of other harms. Reid et al.
(2017) found that the predatory loan features common among subprime loans made to
Blacks were strongly associated with higher levels of mortgage default. Overall, for loans
originated from 2004 to 2007, 28 percent of Black homebuyers had lost their homes to
foreclosure or were seriously delinquent by early 2013, more than twice the rate for White
households.
Newman and Holupka (2016) used PSID survey data through to 2011 and found that,
during the 2000s, Black first-time homebuyers generally lost wealth. New Black homebuy-
ers during the peak of the subprime boom fared poorly compared to Whites. In 2007, the
median White buyer lost about $8,000 more than comparable renters, while the median
Black buyer lost more than twice that amount, at $19,000. Faber and Ellen (2016) also
found that Black long-term owners also lost more equity than Whites during the 2003 to
2009 period.
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Taking a longer view on the impact of the 2000s, Herbert et al. (2013) analyzed the
Survey of Consumer Finances (SCF) to find that despite the losses caused by the subprime
crisis, average, inflation-adjusted home equity in 2010 was still higher on average than in
1995. While Whites and higher-income households experienced the largest gains, Black
households also experience a substantial inflation-adjusted gain of 39 percent. However,
more recent research by Emmons (2017), also using the SCF, suggested that Black home
equity continued to fall from 2010 to 2013, so that, while still above the 1995 level, real
appreciation over the 1995 to 2013 period was more modest.
The subprime crisis dealt a heavy blow to Black homeownership. After rising during
the 1990s, before the 2000s subprime boom, the national Black homeownership rate
reversed course and began falling in late 2004 from a high of just over 49 percent to
about 42 percent by 2016, where it has generally stayed since then (Drew 2018). This
means that the Black homeownership rate fell about 7 percentage points on a base of
49 percent, which amounts to about just under a 15 percent decline in the rate from
its peak. Meanwhile, the Latino homeownership rate began falling in 2007 as sand
state foreclosures spiked, but then began rebounding significantly beginning in 2015.
The 2018 Latino homeownership rate is about 3.6 percentage points below its peak of
50 percent, or about 7 percent below that peak.
Beyond their effects on households, foreclosures hit Black neighborhoods hard, leav-
ing vacant and abandoned properties, lower property values, and underwater homeown-
ers (Immergluck 2015). In many Black neighborhoods, property values recovered more
slowly from the crisis than in White areas, and homeowners remained underwater for
longer periods of time (Raymond 2018; Raymond et al. 2016).
Notwithstanding the evidence that Black neighborhoods recovered more slowly from
the mortgage crisis, recent evidence suggests that gains in Black home equity began some-
time around 2013, depending on the metropolitan area. The 2016 Survey of Consumer
Finances (SCF) revealed that from 2013 to 2016, Black homeowners saw slightly greater
appreciation than Whites (13.1 vs. 11.6 percent), while Latinos saw an increase of almost
20 percent (Federal Reserve Board 2017). One note of caution on studies using data sets
such as the SCF or PSID is that they rely on owner assessments of home values and not
sales-based data, such as a home price index. In a recovering market, it might be expected
that owner estimates lag true market values (Bucholz et al. 2016).
Goodman and Mayer (2018) suggest that the evidence used to argue against minority
homeownership is inconclusive and that with appropriate mortgage regulation in place,
more households should be able to benefit from homeownership. Along these lines,
Grinstein-Weiss et al. (2013) found that even during the calamitous period of 2005 to
2008, low- and medium-income homeowners receiving prime loans accumulated more
assets than did otherwise similar renters.
LOW LEVELS OF BLACK HOMEBUYING AFTER THE MORTGAGE
CRISIS
Tight mortgage markets, damaged credit histories, a flight by lenders to perceived
“safety,” reduced attention to fair lending and community reinvestment policies, and a
weak job market in the early 2010s may have all contributed in various ways to reduce
Black homebuying following the crisis. Researchers at the Urban Institute compared
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home purchase lending in 2012 to lending in 2001, a year they consider a relatively
healthy year for home purchases that predated the subprime boom (Goodman et al.
2014). They found that 2012 home purchase lending to Whites was down 41 percent
compared to 2001 levels, while lending to Blacks was down 55 percent.
If Blacks are pushed out of the homeownership market via foreclosures, and dispropor-
tionately kept out of it by tight mortgage markets or a lack of attention to fair lending and
community reinvestment policy, then they may be put in a long-term position of suffer-
ing disproportionate losses during times of foreclosure and value decline, while also not
having sufficient opportunities to share in the broader market recovery. In such a system,
over time, Blacks may repeatedly bear a disproportionate share of the downside of hous-
ing markets, without sharing in the upsides. This, in turn, could lead to greater wealth
inequality in the long term. Beyond this, being relegated to a volatile rental market can
mean having fewer choices of where to live (as rental housing is sometimes effectively
excluded from many neighborhoods), being subject to rapid rent increases and eviction,
and attaining limited housing and location stability, which can be especially important to
families with children.
Using Home Mortgage Disclosure Act (HMDA) data and focusing on Black home-
buyers, we examine the homebuying patterns of households purchasing homes with a
mortgage in 2012, generally at the beginning of the national recovery in home values
after the crisis. Using a tract-level home price index produced by the Federal Housing
Finance Agency (FHFA), we are able to estimate home appreciation patterns over the
2012 to 2017 period for Black households who purchased homes in 2012 and compare
those to the patterns of White, Latino, and Asian homebuyers. We do this for 15 large
metropolitan areas where the FHFA data provide tract-level home price changes for a
very large share (over 85 percent) of Black home purchase loans made in 2012.
DATA AND METHODS
Our principal source of data on homebuying patterns is federal HMDA data, which are
submitted to federal mortgage and banking regulators annually by mortgage lenders.
HMDA data include detailed information on applications for home mortgage loans, in-
cluding whether the loan was originated, the race and income of the applicant, the size of
the loan, the census tract in which the home is located, and other variables. HMDA covers
the vast majority of home purchase lending in the U.S., excluding only some very small
lenders. While a significant share of single-family home purchases is “all-cash,” i.e., made
without a mortgage, the bulk of such purchasers are investors and not owner-occupiers,
and so are not of interest here. In addition to HMDA data, we also use data from the 2016
five-year American Community Survey (ACS) at the census tract level, and a relatively new
home price index provided by the Federal Housing Finance Agency that is available at
the tract level, called here the “HPI” for housing price index (Bogin et al. 2016a).
Our interest is in large metropolitan areas, and so we began by examining HMDA
and HPI data for the 50 largest metropolitan areas. Unfortunately, the HPI data are not
available for all census tracts. This is because in some tracts there are too few transactions
with which to construct the index. The index is based on repeated sales of the same
properties, so if an insufficient number of properties are sold repeatedly in a tract, an
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TABLE 1. Housing and Demographic Characteristics for 15 Large Metropolitan Areas
Metropolitan
Area
Home Price
Appreciation,
2012 to 20171
Percent
Black2
Percent
Latino2
Percent
Asian2
Median
Home
Value2
Median
Household
Income2
Atlanta 42.4% 34.1% 9.8% 5.7% $197,700 $62,613
Birmingham 14.4% 28.3% 4.2% 1.3% $154,000 $52,226
Boston 26.9% 8.1% 10.0% 7.8% $412,700 $82,380
Cincinnati 15.5% 12.3% 3.0% 2.5% $165,200 $60,260
Columbus 26.9% 15.3% 3.8% 3.9% $172,200 $60,294
Indianapolis 18.3% 15.1% 6.3% 3.0% $153,500 $56,750
Los Angeles 51.1% 6.6% 44.8% 15.7% $578,200 $65,950
Louisville 18.6% 14.3% 4.3% 2.0% $162,100 $54,546
Minneapolis 30.6% 8.1% 5.6% 6.4% $240,500 $73,231
Nashville 41.1% 15.3% 7.0% 2.7% $208,900 $60,030
Raleigh 27.0% 20.1% 9.9% 5.4% $237,700 $71,685
Richmond 19.2% 29.3% 5.6% 3.8% $227,200 $62,929
Riverside 65.4% 7.4% 50.1% 6.5% $318,900 $58,236
Sacramento 66.2% 7.0% 21.2% 12.7% $363,300 $64,052
St. Louis 13.8% 18.1% 3.0% 2.5% $169,200 $59,780
1From Federal Housing Finance Agency metropolitan-level home price index, nominal (not adjusted for inflation).
2From 2016 American Community Survey, 1-year sample.
index value is not provided for that tract. Of the more than 37,000 tracts in the 50 largest
metropolitan areas, over 11,000 (about 30 percent) are missing tract-level HPIs.
Because this level of missing HPI data would severely limit what we could learn from
our analyses, we reduced the number of the metropolitan areas, focusing on keeping
those where HPI data was available for the bulk of home purchase loans.2 We first identi-
fied five outlier metropolitan areas where the share of all home purchase loans that were
located in HPI-missing tracts was above 35 percent. These included Houston, Las Vegas,
San Antonio, Miami, and Phoenix. However, we remained concerned that the share of
loans in HPI-missing tracts, especially loans to Blacks, was too large in many of the re-
maining 45 metropolitan areas. We then identified 18 metropolitan areas in which the
share of Black loans in HPI-missing tracts was below 15 percent. Because we found that
these metros, as a group, had a smaller share of Black purchases than the larger set of
metros, we eliminated three additional metros with low Black loan shares (Salt Lake City,
Portland, and San Francisco). The remaining set of 15 metropolitan areas had a Black
share of home purchase loans of 7.84 percent, very close to the 7.96 percent for the
larger sample. We use these 15 metropolitan areas as our set of metros for examining
Black homebuying more closely.
Table 1 shows that these fifteen metros are diverse geographically, demographically,
and in terms of housing market appreciation. They range from economically weaker
regions with lower levels of home price appreciation such as St. Louis and Birmingham
to markets with very high levels of appreciation such as Riverside and Sacramento. The
metros in the West tend to have larger Latino and Asian populations and smaller Black
populations than the other metropolitan areas, with the metros in the South tending
to have the largest Black populations. While we do not assert that these 15 metros are
closely representative of large U.S. metros, they do provide a good deal of variation in
demographics, housing cost levels, and housing market trajectories.
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FIG. 1. Home value trajectories for 15 metros, 2000 to 2017.
[Color figure can be viewed at wileyonlinelibrary.com]
Source: Federal Housing Finance Agency Metropolitan Home Price Index
POST-CRISIS BLACK HOMEBUYING AND NEIGHBORHOOD
VALUE TRAJECTORIES, 2012 TO 2017
We begin by examining mortgage-financed homebuying in the fifteen metropolitan ar-
eas. There were just over 386,000 home purchase loans made in the fifteen metropolitan
areas in 2012. Of these, just under 349,000, or approximately 90 percent, were made on
houses in tracts where a change in HPI could be calculated for the 2012 to 2017 period.
Moreover, 91 percent of the loans to Blacks were made in tracts where a change in HPI
could be calculated. By combining the HPI data with the HMDA data, we estimated the
2012 and 2017 values of each of these 349,000 homes.
We chose 2012 as the initial year of the 5-year recovery period based on examining
the trajectories of home values in the 15 metropolitan areas. Figure 1 plots the Federal
Housing Finance Agency metropolitan home price index, using 2000 as a base year, from
2000 to 2017. It shows that the bottom of home values generally occurred in 2012. For
twelve out of the 15 metros, 2012 was the year in which the metro HPI hit its minimum
value after the mortgage crisis, and in the other three metros, the index for that year was
less than one point from the minimum (which was in an adjacent year, either 2011 or
2013).
The HMDA data provide an initial loan amount and, depending on the type of loan,
the purchase price of the house (and thus the initial 2012 value) was estimated. Average
downpayments for different types of loans were obtained from recent studies and applied
(Urban Institute 2016, 2017).3 To estimate the 2017 value of each home purchased in
2012, the HPI change factor for the census tract in which the house was located was
applied. So, for example, if the estimated purchase price of a house in 2012 was $100,000,
and the 2012-to-2017 HPI change factor was 1.40, the estimated 2017 value was calculated
as $140,000.4 The HPI change factor is a nominal measure, so the gain in estimated value
is not adjusted for inflation.
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TABLE 2. Estimated Appreciation Rates for 2012 Homebuyers Over the 2012 to 2017 Period, 15 Large
Metropolitan Areas
Percent of 2012 Homebuyers by Appreciation Range
Race/Ethnicity
Mean
Appreciation
Median
Appreciation
5% or
Less
5.1 to
19.9%
20 to
39.9%
40 to
59.9% 60% +
Black 40.0% 38.2% 3.2% 22.4% 26.6% 28.5% 19.3%
Asian 46.9% 45.7% 0.5% 7.3% 29.8% 41.2% 21.2%
Latino 64.7% 63.7% 0.3% 3.6% 9.9% 29.1% 57.1%
White 34.4% 29.9% 2.0% 22.7% 43.2% 21.3% 10.8%
We then examinedmedian estimated gains in value over the 2017 period by ethnoracial
groups in the 15 metropolitan areas, combined. Table 2 indicates that in these 15 met-
ros as a group, Black homeowners tended to see substantial appreciation of the homes
they purchased in 2012. The median Black homebuyer in the 15 metros experienced
an estimated 38.2 percent appreciation in home value over the 5-year period, compared
to 29.9 percent for Whites. Latino buyers experienced particularly high levels of appre-
ciation because, as will be examined more closely below, they were disproportionately
located in metropolitan areas such as Riverside and Los Angeles that experienced very
high-appreciation rates from 2012 to 2017.
Table 2 also provides the distribution of gains, including the share of buyers who
experienced nominal appreciation of less than 5 percent, which is roughly the amount
of a real estate agent’s commission. Adding modest inflation over this period (less than
7 percent over five years), such homebuyers would end up in a financially negative
position if they sold in 2017. However, given the overall gains in most markets, few 2012
buyers of any ethnoracial group purchased in neighborhoods that did not appreciate by
more than 5 percent over this period.
Looking particularly at Black buyers in the 15 metros, almost 75 percent of homes pur-
chase by Blacks appreciated over 20 percent from 2012 to 2017, and almost 48 percent
appreciated over 40 percent during this period. Only 3.2 percent gained 5 percent in
value or less, or lost value, over this period. About 32 percent of 2012 homes purchased
by Whites experienced estimated gains of over 40 percent over the 5-year period, sub-
stantially lower than the 48 percent of Black home purchases. It was also far below the
86 percent of homes purchased by Latinos experiencing over 40 percent appreciation.
Again, this is at least partly due to the fact that many Latino buyers were located in very
high-appreciation metros such as Riverside and Los Angeles.
Table 3 gives the estimated median appreciation rates for different ethnoracial groups
within each of the 15 metros. Because we expect that metro-level appreciation will
affect appreciation rates at the neighborhood level, the metros are ordered from lowest
to highest metropolitan appreciation, from St. Louis at 13.8 percent to Sacramento
at 66.2 percent. We also group the 15 metros into three levels of appreciation levels,
low, medium, and high. Table 3 suggests that metros with substantially higher overall
appreciation rates drove estimated appreciation rates for all ethnoracial groups in those
metros. Buyers in 2012 of any ethnoracial group in Riverside or Los Angeles, for example,
tended to experience much greater gains in home values than buyers of any ethnoracial
group in St. Louis or Cincinnati. Thus, metropolitan context was extremely important
8
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TABLE 3. Median Estimated Appreciation (Nominal) 2012 to 2017, 15 Metropolitan Areas
Race/Ethnicity of Homebuyer
Metro Type
Metropolitan
Area
Metro Appreciation
2012 to 2017 Black Latino White Asian
Low appreciation St. Louis 13.8% 11.8% 15.6% 16.6% 20.3%
Birmingham 14.4% 10.3% 11.6% 13.5% 16.9%
Cincinnati 15.5% 14.3% 16.6% 16.5% 16.6%
Indianapolis 18.3% 18.3% 19.4% 19.4% 19.5%
Louisville 18.6% 18.6% 18.3% 18.3% 17.1%
Richmond 19.2% 17.4% 20.7% 18.6% 18.6%
Medium appreciation Columbus 26.9% 29.1% 29.2% 27.4% 27.5%
Boston 26.9% 40.2% 37.3% 26.6% 30.4%
Raleigh 27.0% 24.4% 24.9% 24.9% 24.7%
Minneapolis 30.6% 37.2% 34.1% 31.2% 33.1%
High appreciation Nashville 41.1% 44.3% 43.4% 38.5% 40.1%
Atlanta 42.4% 49.9% 52.8% 45.6% 50.4%
Los Angeles 51.1% 69.2% 62.0% 49.8% 48.9%
Riverside 65.4% 70.2% 76.2% 65.6% 58.9%
Sacramento 66.2% 79.2% 81.3% 63.1% 71.9%
to the financial return on homebuying, although generally, median appreciation was
still significantly positive and enough to compensate for sales commissions and inflation
(15 percent or more) even in most of the weaker market metros. Cincinnati, Birming-
ham, and St. Louis are the three metros where appreciation was weak enough over this
period that some groups had median appreciation rates of less than 15 percent.
In the high- and medium-appreciation metros, the estimated median appreciation of
homes purchased by Blacks and Latinos tended to exceed those purchased by Whites.
The one exception here is Raleigh. This may be partly due to localized housing market
or gentrification pressures in places where they purchased homes. It may also be partially
due to the fact that the homes purchased by Blacks and Latinos tend to have lower values
initially than those purchased by Whites in the same metropolitan areas, so therefore
had more “room” to appreciate. While not experiencing as much appreciation as these
metros, Boston also stands out for estimated appreciation rates among Black and Latino
buyers that were sizably greater than those among Whites. In weaker market metropoli-
tan areas, especially in St. Louis and Birmingham, estimated Black appreciation rates
lagged that of Whites.
Figure 2 provides confidence intervals for ethnoracial groupmeans for eachmetropoli-
tan area. The 15 metros are divided into the low-, medium- and high-appreciation groups
and intervals are shown just for Blacks, Whites, and Latinos for graphic clarity. The fig-
ure shows that Black buyers had significantly lower mean appreciation rates than White
buyers in four of the six low-appreciation metros, and these four were the four lowest-
appreciating metros, St. Louis, Birmingham, Cincinnati, and Louisville. In Indianapolis
and Richmond, the mean appreciation for Blacks was slightly lower but not statistically
significant using 95 percent confidence intervals.
In three of the four medium-appreciation metros, mean Black appreciation was higher
than mean White appreciation, with Raleigh being the metro with slightly higher ap-
preciation among Whites. Blacks buyers did particularly well in terms of appreciation in
Minneapolis and, especially, Boston.
9
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FIG. 2. 95-percent confidence interval plots for mean 2012 to 2017 appreciation rates by race/ethnicity for 15
metros (low-growth, medium growth, and high-growth metros). [Color figure can be viewed at
wileyonlinelibrary.com]
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FIG. 3. Black and White homebuying in 2012, against 2012 to 2017 appreciation rates, Atlanta metropolitan
area. [Color figure can be viewed at wileyonlinelibrary.com]
In all five of the high-appreciation metros, both Black and Latino 2012 buyers experi-
enced significantly higher appreciation rates than White buyers. In two metros, Atlanta
and Riverside, Latino buyers experienced significantly higher appreciation than Blacks,
while in one, Los Angeles, Black buyers experienced significantly higher appreciation
than Latinos.
LOOKING MORE CLOSELY AT HOMEBUYING AND
APPRECIATION IN TWO METROS
Figures 3 and 4 illustrate the locations of Black and White 2012 homebuyers versus home
value appreciation (by census tract) from 2012 to 2017 for two of the 15 metros. They
illustrate the varied distributions of Black homebuyers in the two metros and the extent
to which they purchased in areas experiencing higher versus lower appreciation.
Black buyers were less spatially concentrated in Atlanta, and constitute a significant
presence in various, but not all, parts of the region, whereas in St. Louis, Black home-
buying was more spatially concentrated and much of this concentration was in census
tracts experiencing modest (less than 20 percent) appreciation over the 5-year period.
Because Atlanta is a high-appreciation metro, there are many more census tracts with
high-appreciation rates, and Blacks purchased significantly in such tracts, while many
Whites purchased homes in the northern-central suburbs which tended to see modest
appreciation rates over this period. In St. Louis, Whites were more likely than Blacks to
purchase in tracts with somewhat higher appreciation rates.
11
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FIG. 4. Black and White homebuying in 2012, against 2012 to 2017 appreciation rates, St. Louis metropolitan
area. [Color figure can be viewed at wileyonlinelibrary.com]
TABLE 4. Estimated 5-year Gains in Real Housing Wealth for 2012 Black Homebuyers in 15 Metros, Actual and
Under Increased Black Homebuying Scenarios1
Black
Share
Black
Homebuyers
Total Real Gain
(Billions, 2017 $)
Actual number of Black homebuyers in 2012 6.80% 26,093 $1.71 B
If increased to % of homeowners 9.30% 35,897 $2.36 B
If increased by ratio of # 2001 Black loans in US N/A 58,187 $3.82 B
# 2012 Black loans in US
1Assumes homebuyers own their homes for at least 5 years.
EXAMINING WEALTH GAINS FROM 2012 BLACK HOMEBUYING
Table 4 looks at the aggregate gain in home value for Black buyers across the 15 metros
for the 2012 to 2017 period. The first line shows that approximately 26,000 Black buyers
saw real (inflation-adjusted) estimated appreciation of their home values of $1.71 billion
in total. This works out to an average real gain of over $65,000 per homebuyer in 2017.
Of course, buyers of more expensive homes and buyers in higher-appreciation metros
tended to see substantially larger gains than this, and buyers of less expensive homes and
those in lower-appreciation metros mostly saw lower gains than this. Nonetheless, the
overall gains in Black wealth are far from trivial and allowed these homebuyers to share
in at least some of the widespread wealth gains that other homeowners saw during this
period.
Table 4 also provides estimates of 5-year increases in Black housing wealth in the
15 metros under two alternative, hypothetical scenarios. These figures are provided to
illustrate the greater wealth that Black homebuyers, as a group, would have attained if
2012 Black homebuying had occurred at higher levels. The first increases 2012 Black
12
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buying to be equivalent to the share of homeowners in these 15 metros who are Black.
The second alternative multiplies the actual 2012 level by the ratio of national Black
home purchase loans in 2001 to the level in 2012. This uses figures from Goodman
et al. (2014), who estimate the number of “missing” home purchase loans in 2012.
These scenarios result in real wealth gains ranging from $2.4 to $3.8 billion if Black
homebuying had been at significantly higher levels. The second scenario would have
more than doubled the number of homeowners, as well as the resulting wealth gains
over this five-year period. It is important to note that these gains are from just one year
of Black homebuying in just these 15 metros.
While $1.7 to 3.8 billion in gains due to one year of homebuying are not at all trivial,
and the average gain to a 2012 buyer was $65,000 over 5 years, it is important to keep
in mind the massive amount of wealth that was lost by Black homeowners during the
crisis prior to 2012. In comparing 2007 to 2012 3-year ACS estimates in these 15 metros,
almost one million Black homeowners saw their home values decline by about $41 billion,
with an average decline of about $42,000 each.5 Moreover, many were pushed out of
homeownership altogether.
MULTIVARIATE ANALYSIS OF HOMEBUYING FACTORS
ASSOCIATED WITH GREATER HOME APPRECIATION
We now examine the factors associated with higher versus lower levels of appreciation
over the 2012 to 2017 period for homebuyers in the 15 metros. We first estimate a model
for all 15 metros as a group, with fixed-effect dummy variables for each of the metros (14
dummies). We then repeat the model for three subgroups of metros: low-appreciation,
medium-appreciation, and high-appreciation metros. The focus will be on the association
between the race or ethnicity of the homebuyer and the ethnoracial composition of the
census tract within which the home is located. The basic model is as follows:
A2012−2017 = α + β1I2012 + β2V2012 + β3R + β4S + β5N + β6M (1)
where A2012–2017 is the estimated appreciation rate for the home from 2012 to 2017; I2012
is the income of the buyer in 2012 and comes from the HMDA data, V2012 is the estimated
value of the home in 2012 derived principally from the HMDA data as described above,
R is a set of dummies indicating whether the buyer is Black, Latino, Asian, Other, or
Unknown (White being the omitted category) also from the HMDA data; S is a set of tract-
level characteristics, including the poverty rate, the owner-occupancy rate, median family
income, and the share of workers commuting over 30 minutes; N is a set of dummies
indicating the ethnoracial mix of the census tract, with dummies for 75 percent or more
White, 50–74 percent White, 50 percent or more Black, 50 percent or more Latino, and
50 percent or more Asian (the omitted category is ethnoracially diverse); and finally, M
is a set of dummies for the metropolitan areas included in the regression. The tract-level
characteristics come from the 2016 5-year estimates of the American Community Survey,
and so are centered on the year 2014.
The results of the four regressions (one for all metros and then one for each of the ap-
preciation types) are shown in Table 5. Comparing the full 15-metro results to the results
for each of the three appreciation groups indicates that there are substantial differences
13
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in the associations between the independent variables and the dependent variable across
the three different types of metros. Looking first at the race/ethnicity of the buyer, con-
trolling for other factors—including the racial composition of the tract in which they buy
homes—Black buyers tended to experience lesser appreciation than White buyers in low-
appreciation metros but not in medium- or high-appreciation metros, where there was
not a statistically significant difference. Latino buyers in medium- and especially high-
appreciation metros experienced greater appreciation than White buyers.
A notable difference among the three types of metros is the relationship be-
tween neighborhood economic conditions and appreciation. In medium- and high-
appreciation metros, homes purchased in lower-income and higher poverty neighbor-
hoods tended to experience greater appreciation than those purchased in higher-income
tracts. However, in low-appreciation metros, the results are in the opposite direction,
with lower-income and higher poverty tracts, other things equal, tending to experience
lower levels of appreciation. These results may be consistent with greater likelihoods of
gentrification and central-city housing market pressures in higher-appreciation metros,
while lower-appreciation metros may be continuing to suffer from weaker appreciation
pressures in lower-income neighborhoods, many of which are located in central cities or
distressed suburbs.
The last five variables are dummies that indicate the ethnoracial composition of the
home. The omitted categories are diverse neighborhoods where no ethnoracial group
constitutes a majority of the population. The coefficients on these dummies indicate the
effect of being in a tract falling into the ethnoracial category compared to being in a
diverse tract. The 15-metro results suggest lower levels of expected appreciation, other
things equal, when buying in Asian, White, and Black tracts, compared to buying in a
diverse tract, but suggest a positive association with buying in a majority Latino tract.
However, the negative coefficient on 75 percent White tracts is substantially larger in
magnitude than the coefficient on majority Black tracts, suggesting that buyers in Black
tracts did better, on average, than buyers in predominantly White tracts, controlling for
other buyer and home characteristics. The difference is substantial, at approximately
9 percentage points.
Again, however, the results vary substantially across the different metropolitan groups.
The appreciation premium for buying in Black vs. predominantly White tracts disappears
in low-appreciation metros, and the Latino premium found in the 15-metro results ac-
tually becomes negative in the low-appreciation metros, but positive in the other two
metro types, although the results are not statistically significant in medium-appreciation
metros. Latino neighborhoods may be more subject to gentrification pressures in high-
appreciation metros than in medium- and, especially, low-appreciation metros.
The results in Table 5 suggest that other things held constant, buyers in diverse
tracts experienced substantially higher-appreciation rates than those in White or Asian
tracts in medium- and high-appreciation metros. In high-appreciation metros, buyers
in Latino neighborhoods fared even better, but buyers in Black tracts did somewhat
worse than those in diverse tracts (but still better than buyers in predominantly White
or Asian neighborhoods). These findings suggest that diverse neighborhoods may have
an appreciation premium compared to other neighborhoods, at least in medium- and
high-appreciation metros. This suggests that pro-integrative fair housing efforts may
support not only ethno diversity but also home value appreciation.
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CONCLUSIONS AND IMPLICATIONS FOR HOUSING POLICY AND
PRACTICE
In the 15 metros studied here, the median 5-year estimated appreciation for Blacks buy-
ing homes in 2012 was 38.2 percent, substantially higher than the 29.9 percent median
for White buyers. Latino homebuyers saw particularly strong appreciation (63.7 percent
median) because they were disproportionately located in high-appreciation metros, such
as Los Angeles and Riverside.
The strength of the metropolitan housing market is an extremely important driver of
appreciation across all ethnoracial groups. In metros experiencing strong appreciation,
all ethnoracial groups saw 5-year median appreciation rates of over 40 percent.
Whether Black buyers experienced stronger appreciation than Whites depended a
great deal on the strength of the metropolitan housing market. Black buyers had signifi-
cantly lower mean appreciation rates thanWhite buyers in four of the six low-appreciation
metros, and these four were the four lowest-appreciating metros, St. Louis, Birmingham,
Cincinnati, and Louisville. In the remaining two low-appreciation metros, Indianapolis
and Richmond, the mean appreciation for Blacks was slightly lower but not statistically
significant using 95 percent confidence intervals.
Conversely, in three of the four medium-appreciation metros, mean Black apprecia-
tion was higher than mean White appreciation, with Raleigh being the metro with slightly
higher appreciation among Whites. Black buyers did particularly well in terms of appreci-
ation in Minneapolis and, especially, in Boston. However, these two metros have relatively
modest Black populations. In all five of the high-appreciation metros, both Black and
Latino 2012 buyers experienced significantly higher appreciation rates than White buy-
ers. In two metros, Atlanta and Riverside, Latino buyers experienced significantly higher
appreciation than Blacks, while in one, Los Angeles, Black buyers experienced signifi-
cantly higher appreciation than Latinos.
Estimated 5-year gains for the roughly 26,000 Black homebuyers in 2012 in these
15 metros amounts to over $1.7 billion in 2017, assuming buyers own their homes for at
least five years. This corresponds to an average of about $65,000 in real wealth gain per
buyer. Under various scenarios of greater Black buying in 2012, this number increases to
a level ranging from $1.9 billion to $3.8 billion.
The multivariate analysis suggests that the relationships between individual- and
neighborhood-level covariates and home value appreciation depends on the metropoli-
tan context. In medium- and especially high-appreciation metros, homes purchased in
lower income neighborhoods and more racially diverse neighborhoods, controlling for
other factors, experienced greater levels of appreciation than those purchased in pre-
dominantly White and higher-income neighborhoods. These findings should support fair
housing efforts in these sorts of metros. However, in low-appreciation metros, there was
no statistical difference in appreciation rates associated with racial composition, with one
exception. Latino neighborhoods were associated with lower appreciation rates, other
things equal.
The first implication of the findings in this paper is that “metro matters.” Black
homebuyers, as well as homebuyers more generally, are much more likely to fare well
financially in appreciating metros. Moreover, Black homebuyers have done particularly
well—compared to White buyers—in metros with strong housing markets, but have
16
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lagged Whites in weaker metros. Housing counselors, policy makers and others should
pay particular attention to metro-level housing market trends. In shrinking or declining
metros, promoting homeownership should be done carefully and consider possible
stagnant home value trends. Of course, there are reasons for promoting homeownership
other than asset-building, but the financial aspects should be part of the decision-making
and policymaking process.
Policymakers and practitioners should also pay attention to regional data that may
indicate an overvaluation of housing in the metropolitan market. Purchasing a home
in 2012 at the bottom of the appreciation cycle provided buyers with substantial asset-
building opportunities. But as the top of a market cycle draws near, purchasing becomes
somewhat riskier. While a better-regulated mortgage market suggests that most metros
are not due for a sudden collapse in values of the sort experienced in the late 2000s,
the possibility of declines in value certainly remain. Local housing financing programs
should factor the housing market cycle into their underwriting, especially focusing on
moderating payment-to-income ratios when the market may be reaching the top of a
cycle to reduce the risk of default.
In suggesting that promoting increased Black homebuying will provide for substantial
gains in Black housing wealth, we need to keep in mind the lessons of the subprime crisis.
After the crisis, and the Dodd-Frank Act mortgage market reforms, Blacks were generally
able to buy in neighborhoods where their homes gained in value without the risks, high
costs, and predatory features that had been common in the 2000s. High interest rates or
fees can erode the gains made via appreciation. Moreover, foreclosure will do even more
harm. Thus, it is critical to view Black homebuying as a path towards wealth-building in
the context of the consumer protections and was made possible through increased mort-
gage regulation and the availability of affordable Federal Home Administration (FHA)
loans.
Maintaining strong consumer protections adopted under the 2010 Dodd-Frank Act
may be the single-most important requirement for constraining downside risks to Black
homeownership. High-risk, high-cost, and frequently predatory mortgage lending results
in a high propensity for failed homeownership. Even if a homeowner maintains owner-
ship of her home, high financing costs or barriers to refinancing when mortgage rates
decline will reduce the financial return on ownership, potentially making it a losing
proposition. Maintaining the Qualified Mortgage and Ability to Repay regulations, and a
strong and assertive Consumer Financial Protection Bureau (CFPB), are especially impor-
tant here. In the event that CFPB enforcement wanes, state mortgage regulators should
increase enforcement activities.
Providing for robust and affordable FHA lending programs, which Black buyers dis-
proportionately rely on and which provide for smaller downpayments, is important. The
FHA proved to be a critical countercyclical source of home lending during the mortgage
crisis when other parts of the mortgage market pulled back severely, especially from Black
neighborhoods and borrowers (Immergluck 2011). There is the potential for the FHA to
be an even stronger countercyclical force in the event of regional or national housing
downturns.
It is critically important to limit the extent of risk-based loan pricing, a practice in
which borrowers with lower credit scores and/or lower downpayments pay substantially
higher interest rates. This has the perverse effect of increasing the housing cost burden
for such households and thereby raising the risk of foreclosure and making it more diffi-
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cult for them to maintain some savings in the event of an adverse event such as job loss.
Proposals to privatize or partially privatize the secondary mortgage market would likely
result in greater levels of risk-based pricing and could prove highly detrimental to Black
homeownership and home values in Black neighborhoods (Immergluck 2015).
Local and state policymakers should provide carefully designed downpayment assis-
tance programs aimed at moderate-income homebuyers. Policymakers should also con-
sider providing or increasing the availability of low-downpayment, affordable mortgages
through mortgage revenue bond programs. Another vehicle for policymakers and fun-
ders to provide affordable home financing is via supporting community development
financial institutions (CDFIs), either those based locally, or by encouraging a national
CDFI to establish operations in the area.
Finally, stronger fair housing and community reinvestment policy and enforcement
are critical to better support Black homebuying and appreciation in Black and diverse
neighborhoods. The findings above show that homes in diverse neighborhoods generally
appreciated as well or better than homes in other neighborhoods, and this finding can be
used to support fair housing and fair lending efforts. Fair housing enforcement efforts to
prevent the steering of homebuyers into same-race neighborhoods should be supported
at all levels of government. Recent retrenchment at the federal level in the fair housing
space, including not implementing the Affirmatively Furthering Fair Housing rules, is
not helpful in this regard.
Fair lending enforcement is the responsibility of federal bank regulators, the U.S. De-
partment of Housing and Urban Development (HUD), and the CFPB. A focus on large
lenders and lenders active in metros with substantial Black populations will support Black
homeownership. Attention to disparate impact, as well as disparate treatment, discrimi-
nation is also important. In the community reinvestment arena, maintaining attention to
localized or regional assessment areas in the enforcement of the Community Reinvest-
ment Act (CRA) is critical. In the long run, the expansion of CRA to cover all mortgage
lenders, including mortgage companies, could have a significant impact on improved
access to credit in Black neighborhoods and for prospective Black homebuyers.
Notes
1The ability of lenders to go after borrowers’ assets beyond taking the home through foreclosure (referred to
as pursuing “recourse”) varies according to state foreclosure law. However, even in recourse states “restrictions
on deficiency judgements render many loans effectively nonrecourse” (Campbell and Cocco 2014).
2We only include first-lien home purchase loans in all analyses of HMDA data in this study.
3We do not consider the presence of second-lien home purchase loans in estimating the initial purchase
price. Only 2 percent of first-lien home-purchase loans in HMDA in 2012 and 2017 had associated second-lien
loans.
4We assume that all homes in the same census tract appreciate at the same rate over the 5-year period. Much
of the following analysis also assumes that 2012 homebuyers own their homes during this period. While it is pos-
sible that there are systematic differences in within-tract appreciation that may affect Black buyer appreciation
differently than that of other buyers, there is no way to test this with the available data. Moreover, researchers at
the Federal Housing Finance Agency who derived the tract HPI also attempted to develop census block-ground
HPIs (a smaller unit of geography) but found that their predictive power was generally no better (and somewhat
noisier) than the tract-level index (Bogin et al. 2016b).
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5These estimates were obtained by calculating the average Black home value in the 3-year 2007 IPUMS ACS
sample and the 3-year 2012 IPUMS ACS sample for each of the 15 metros. These averages were applied to the
total number of Black homeowners in each of the 15 metros in 2007 and 2012, using the 3-year ACS to generate
total Black-owned home value. No effort was made to estimate net equity in the homes, as these data are not
readily available in the ACS. Also, no effort was made to estimate any recovery in home values among existing
Black homeowners after 2012.
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